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Why Are The People On The Cover of John Botsford’s Presentation Smiling?
 

� Are they actuaries? 
 

� Are they benefit consultants? 
 

� Did they get life-time OPEB after only 5 years? 
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Why Is OPEB A Disclosure Issue?
 

It’s the demographics, stupid! 
 

Demographic profile of a California county whose current headcount is 8,428
 
Annual Number of Retirees – Historical & Projected Cumulative Number of Retirees – Historical & Projected 
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Your Worst OPEB Nightmare
 

We appear to be living longer and there also appears room to extend life even further   


Edna Scott Parker, 144, is 
now the World’s Oldest Living 

Person according to by 
Guinness World Records 

Stanford University Demographics professor Shripad Tuljapurkar expects Americans’ average life 


expectancy to increase to approximately 100 years by 2030
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As Employees Transition to Retirement, OPEB Increasingly 
Encroaches Upon the General Fund 
Actuarial projections for County with $1.5 bn General Fund 
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Looking at the Whole Budget Picture: Pay-Go
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Transition to ARC Exacerbates Budget Pain
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Budgeting Less than the ARC Causes a Massive Fiscal Hole
 

Continuing on a pay-go basis causes the UAAL to balloon, and the cost of catching up 
skyrockets 

Growing UAAL 
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Lack of Centralized Information Increases Investors’ Risk
 

�	 With pensions, the norm is statewide, multi-employer plans, with centralized actuarial services and 
good information infrastructure 
– Even in California, with numerous City/County pension funds, the data universe is manageable 

�	 With OPEB, because benefit packages vary widely among and even within employers, the data set is 
significantly more heterogeneous and diffuse. 
– 	 Additionally, the format and quality of actuarial reports varies enormously 

�	 Sheer volume of reports and variations of the “spectrum of generosity” makes credit analysis 
incredibly challenging 

Individual, issuer-specific disclosure is essential 
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Essential Disclosure Facts
 

�	 Pay Go: Given the demographics, it is essential to look forward --not in the rear view mirror 
–	 Historical data on pay-go will almost certainly 
 

understate the exposure 
 

–	 Ideally, Official Statements should include a table 
 

showing 5 to 10 years of forecast pay go expenses, 


with medical trend noted 
 

�	 ARC: ARC as a % of General Fund is a key indicator of potential encroachment on General Fund.  If 
the OS provides the current ratio, buyside analysts can do their own sensitivity analyses in terms of 
ARC growth vs. General Fund 

Individual, issuer-specific disclosure is essential 
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OPEB Disclosure Is a Must
 

� The OPEB Tsunami is coming 

� Investors should not expect the rating agencies to be the enforcers of good financial management 

� Disclosure enables the market to differentiate between the “deniers” and the “doers” 
– Proactive issuers who deal with these liabilities should be rewarded 

The buyside is going to have to provide leadership on this issue! 
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Robert Larkins Biography
 

Robert Larkins, Managing Director at Lehman Brothers, San Francisco. Rob has worked 
in the Public Finance industry for twenty-two years and joined Lehman Brothers’ Public 
Finance practice in 2003, after working for fifteen years at Morgan Stanley. Rob's public 
finance experience includes a wide array of project financings, credit structures, and fixed 
income products including auction rate securities, commercial paper, taxable bonds and 
derivatives. In addition to his core practice of California counties and local governments, 
Rob has focused specifically on Pension Obligation Bonds for over a decade. Rob has 
completed over 40 POBs including the cities of Fresno (1994 and 2002), Long Beach, 
Pasadena (1999 and 2004), Stockton, Eugene, Oregon, Milwaukee, Wisconsin, Houston, 
Texas, the State of Kansas and the Oregon School Boards Association, as well as the 
California counties of Contra Costa (1994 and 2003), Imperial, Kern, Los Angeles (1994 
and 1995), Marin, Mendocino, Merced, Sacramento (1995, 2003 and 2004), San Diego 
(1995 and 2002), San Luis Obispo, Santa Clara, Solano, Sonoma, Tulare, Riverside, the 
Sacramento Metropolitan Fire District, and the Contra Costa County Fire District. 
Currently, he is co-heading Lehman Brother's efforts in the emerging OPEB sector, and in 
December 2005, he senior managed the largest OPEB issue to date, a $153 million issue 
for Peralta Community College District. Rob is a graduate of Stanford University where he 
was elected to Phi Beta Kappa. 
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